" FORM D UNITED STATES OMB APPROVAL
SECURITIES AND EXCHANGE COMMISSION OMB Number: 3235-0076
Washington, D.C. 20549 Expires: May 31,2005
Estimated average burden
hours per response........... 16.
: FORM D ours per response 6.00
MMM
| NOTICE OF SALE OF SECURITIES Prefix Serial
03019767 PURSUANT TO REGULATION D, | |
SECTION 4(6), AND/OR DATE RECEIVED
UNIFORM LIMITED OFFERING EXEMPTION | i
Name of Offering (O check if this is an amendment and name has changed, and indicate change.) / / 5 é f 77
Convertible Promissory Note and Stock Purchase Warrant Financing of Advanced Reality, Inc.

Filing Under (Check box(es) that apply): O Rule 504 O Rule 505 Rule 506 O Section 4(6) O ULOE
Type of Filing: New Filing O Amendment

A.  BASICIDENTIFICATION DATA
1. Enter the information requested about the issuer

Name of Issuer (O check if this is an amendment and name has changed, and indicate change.)

Advanced Reality, Inc.
Address of Executive Offices (Number and Street, City State, Zip Code) | Telephone Number (Including Area Code)
3701 Kirby Drive, Suite 1130, Houston, Texas 77098 (713) 526-4860
Address of Principal Business Operations  (Number and Street, City State, Zip Code) | Telephone Number (Including Area Code)
(if different from Executive Offices)

Brief Description of Business
Developer of collaborative software applications.

Type of Business Organization

corporation O limited partnership, already formed E]\other (please~spec1f '35 //\ P
O business trust O limited partnership, to be formed N 2 /
Month  Year R /R@CESSEE
Actual or Estimated Date of Incorporation or Organization: FO I 2 | I 0 ] 1 I X Actual l—Estlmated
Jurisdiction of Incorporation or Organization: (Enter two-letter U.S. Postal Service abbreviation for State: ~ m‘“ R 14 2[]03
CN for Canada; FN for other foreign jurisdiction)
GENERAL INSTRUCTIONS ﬁmﬁ

Federal: Who Must File: All issuers making an offering of securities in reliance on an exemption under Regulation D or Section
4(6), 17 CFR 230.501 et seq. or 15 U.S.C. 77d(6).

When to File: A notice must be filed no later than 15 days after the first sale of securities in the offering. A notice is deemed filed with
the U.S. Securities and Exchange Commission (SEC) on the earlier of the date it is received by the SEC at the address given below or, if
received at that address after the date on which it is due, on the date it was mailed by United States registered or certified mail to that
address.

Where to File: U.S. Securities and Exchange Commission, 450 Fifth Street, N.-W., Washington, D.C. 20549.

Copies Required: Five (5) copies of this notice must be filed with the SEC, one of which must be manually signed. Any copies not
manually signed must be photocopies of the manually signed copy or bear typed or printed signatures.

Information Required: A new filing must contain all information requested. Amendments need only report the name of the issuer and
offering, any changes thereto, the information requested in Part C, and any material changes from the information previously supplied in
Parts A and B. Part E and the Appendix need not be filed with the SEC.

Filing Fee: There is no federal filing fee.

State: This Notice shall be used to indicate reliance on the Uniform Limited Offering Exemption (ULOE) for sales of securities in
those states that have adopted ULOE and that have adopted this form. Issuers relying on ULOE must file a separate notice with
the Securities Administrator in each state where sales are to be, or have been made. If a state requires the payment of a fee as a
precondition to the claim for the exemption, a fee in the proper amount shall accompany this form. This notice shall be filed in
the appropriate states in accordance with state law. The Appendix to the notice constitutes a part of this notice and must be
completed.

ATTENTION

Failure to file notice in the appropriate states will not result in a loss of the federal exemption. Conversely, failure to file the
appropriate federal notice will not result in a loss of an available state exemption unless such exemption is predicated on the
filing of a federal notice.

Persons who respond to the collection of information contained in this form are not
required to respond unless the form displays a currently valid OMB control number. SEC 1972 (6-02) @
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A. BASIC IDENTIFICATION DATA

2. Enter the information requested of the following:
. Each promoter of the issuer, if the issuer has been organized within the past five years;
) Each beneficial owner having the power to vote or dispose, or direct the vote or disposition of, 10% more of a class

of equity securities of the issuer;

» Each executive officer and director of corporate issuers and of corporate general and managing partners of
partnership issuers; and

. Each general and managing partner of partnership issuers.

Check Box(es) that Apply:  [J Promoter Beneficial Owner Executive Officer Director [0 General and/or
Managing Partner

Full Name (Last name first, if individual)
Hoye, Jeff

Business or Residence Address (Number and Street, City, State, Zip Code)
3701 Kirby Drive, Suite 1130, Houston, Texas 77098

Check Box(es) that Apply: O Promoter Beneficial Owner Executive Officer Director O3 General and/or
Managing Partner

Full Name (Last name first, if individual)
Ruths, Derek

Business or Residence Address (Number and Street, City, State, Zip Code)
3701 Kirby Drive, Suite 1130, Houston, Texas 77098

Check Box(es) that Apply: 0O Promoter  XIBeneficial Owner O Executive Officer Director O General and/or
Managing Partner

Full Name (Last name first, if individual)
McGrath, Brian J.

Business or Residence Address (Number and Street, City, State, Zip Code)
208 Crestwood, Houston, Texas 77007

Check Box(es) that Apply: O Promoter  [XIBeneficial Owner [ Executive Officer [ Director [0 General and/or
Managing Partner

Full Name (Last name first, if individual)
A3 Associates, LP

Business or Residence Address (Number and Street, City, State, Zip Code)
3701 Kirby Drive, Suite 740, Houston, Texas 77098

Check Box{es) that Apply: [ Promoter Beneficial Owner [ Executive Officer =~ O Director O General and/or
Managing Partner

Full Name (Last name first, if individual)
A3 Associates GP, LLC

Business or Residence Address (Number and Street, City, State, Zip Code)
3701 Kirby Drive, Suite 740, Houston, Texas 77098

Check Box(es) that Apply: O Promoter  [XIBeneficial Owner [ Executive Officer [ Director O General and/or
: Managing Partner

Full Name (Last name first, if individual)
HCEF Partners, L.P.

Business or Residence Address (Number and Street, City, State, Zip Code)
200 Kirby Drive, Suite 1210, Houston, Texas 77019-6081

Check Box(es) that Apply: O Promoter Beneficial Owner [ Executive Officer [ Director [0 General and/or
Managing Partner

Full Name. (Last name first, if individual)
HCF Enterprises, Inc..

Business or Residence Address (Number and Street, City, State, Zip Code)
200 Kirby Drive, Suite 1210, Houston, Texas 77019-6081

(Use blank sheet, or copy and use additional copies of this sheet, as necessary)
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A. BASIC IDENTIFICATION DATA

3. Enter the information requested of the following: ‘
. Each promoter of the issuer, if the issuer has been organized within the past five years;

. Each beneficial owner having the power to vote or dispose, or direct the vote or disposition of, 10% more of a class
of equity securities of the issuer;

. Each executive officer and director of corporate issuers and of corporate general and managing partners of
partnership issuers; and

) Each general and managing partner of partnership issuers.

Check Box(es) that Apply: O Promoter Beneficial Owner [0 Executive Officer O Director O General and/or
Managing Partner

Full Name (Last name first, if individual)
Commerce Funding Group, L.L.P.

Business or Residence Address (Number and Street, City, State, Zip Code)
4554 Post Oak Place, Suite 130, Houston, Texas 77027

Check Box(es) that Apply: O Promoter Beneficial Owner [ Executive Officer O Director B General and/or
Managing Partner

Full Name (Last name first, if individual)
Elkins, Randall C.

Business or Residence Address (Number and Street, City, State, Zip Code)
¢/o Commerce Funding Group, L.L.P., 4554 Post Oak Place, Suite 130, Houston, Texas 77027

Check Box(es) that Apply: O Promoter O Beneficial Owner [0 Executive Officer Director [0 General and/or
Managing Partner

Full Name (Last name first, if individual)
Bernhardt, Thomas P.

Business or Residence Address (Number and Street, City, State, Zip Code)
3701 Kirby Drive, Suite 1130, Houston, Texas 77098

Check Box(es) that Apply: O Promoter  OBeneficial Owner O Executive Officer O Director O General and/or
Managing Partner

Full Name (Last name first, if individual)

Business or Residence Address (Number and Street, City, State, Zip Code)

Check Box(es) that Apply: [ Promoter [0 Beneficial Owner [ Executive Officer =~ O Director O General and/or
Managing Partner

Full Name (Last name first, if individual)

Business or Residence Address (Number and Street, City, State, Zip Code)

Check Box(es) that Apply: 0 Promoter  [Beneficial Owner O Executive Officer O Director [0 General and/or
Managing Partner

Full Name (Last name first, if individual)

Business or Residence Address (Number and Street, City, State, Zip Code)

Check Box(es) that Apply: O Promoter [0 Beneficial Owner O3 Executive Officer O Director O General and/or
Managing Partner

Full Name (Last name first, if individual)

Business or Residence Address (Number and Street, City, State, Zip Code)

(Use blank sheet, or copy and use additional copies of this sheet, as necessary)
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C. OFFERING PRICE, NUMBER OF INVESTORS, EXPENSES AND USE OF PROCEEDS

Enter the aggregate offering price of securities included in this offering and the total
amount already sold. Enter “0” if answer is “npne” or {zero.” If the transaction is
an exchange offering, check this box [ and indicate in the columns below the
amounts of the securities for exchange and already exchanged.
Aggregate Amount Already
Type of Security Offering Price Sold

DDLU e $ 0 $ 0

EQUILY 1.voeveeeieeet ettt b et es st ettt b s e s b e st cs st e s bbb et tsrsn b $ 0 $ 0

O Common O Preferred

Convertible Securities (including Warrants)...........ccocovvevreriiiinnrvnirnirnienesoiesesessenesennss 3

Partnership INTEIESES .........coiiiiiiii ittt et sae e eaeeas

Other (Specify ettt $ 0

o
(o]
¥ B B s

Answer also in Appendix, Column 3, if filing under ULOE.

Enter the number of accredited and non-accredited investors who have purchased

securities in this offering and the aggregate dollar amounts of their purchases. For

offerings under Rule 504, indicate the number of persons who have purchased

securities and the aggregate dollar amount of their purchases on the total lines. Enter

“0” if the answer is “none” or “zero.”

Aggregate

Number Dollar Amount
Investors of Purchases

ACCTEAIEA INVESIOTS.....ccvvi ittt e et eeee st s e s et s s s ten e s s eeeeees $

INON-aCCTEdited INVESIOIS. ....ovuvvieiiiiie ettt et e s et e s et st eeeenees 0 $ 0

Total (for filings under Rule 504 0N1Y) ..oociviiiiiiiiniiiicieere e $

Answer also in Appendix, Column 4, if filing under ULOE.

If this filing is for an offering under Rule 504 or 503, enter the information requested
for all securities sold by the issuer, to date, in offerings of the types indicated, in the
twelve (12) months prior to the first sale of securities in this offering. Classify
securities by type listed in Part C — Question 1.
Type of Dollar Amount
Type of Offering Security Sold

RUIE 505 .ottt et e

REQUIALION A L.oiiiiiiiiie ittt bbbttt eb e eas e

RUIE S04 ..ottt et ettt e et

¥ B B o

a. Fumnish a statement of all expenses in connection with the issuance and
distribution of the securities in this offering. Exclude amounts relating solely to
organization expenses of the issuer. The information may be given as subject to
future contingencies. If the amount of an expenditure is not known, furnish an
estimate and check the box to the left of the estimate.

TTANSTEr AZENU S FEES .o.viiiiiriiiirecetie ettt et b e e st st et e b et aeeast e ebe st st s eseenensasernas O
Printing and Engraving Costs........ooviviiiiiiiiiiicnenises et et srs s s neaeen e O
LEBAL FEES ..o e skttt e st ek et b e
ACCOUNIINZ FEES .c.vvvriririiiiiiisiees s retetss s tes ettt ee sttt sas st e ebes s esereretassesssestessasesarabesarsbaresese et es e O

1,500

ENZINEETINE FEES . ..oviviviiiicieee ettt ettt ettt es e s sttt s e ssarer e ne e st et ee e O
Sales Commissions (specify finders’ fees Separately)........coccvrriiniininneiine e O
Other Expenses (identify) e O

P B A B B P

1,500

Sof6



B. INFORMATION ABOUT OFFERING

1. Has the issuer sold, or does the issuer intend to sell, to non-accredited investors in this offering?............

Answer also il Appendix, Column 2, if filing under ULOE.

2. What is the minimum investment that will be accepted from any individual? .............cociiinnne,

3. Does the offering permit joint ownership of a single unit? .......cc.ccooviiniiicccin e

Yes O No
$ N/A
Yes O No

4. Enter the information requested for each person who has been or will be paid or given , directly or indirectly, any commission or
similar remuneration for solicitation of purchasers in connection with sales of securities in the offering. If a person to be listed is
an associated person or agent of a broker or dealer registered with the SEC and/or with a state or states, list the name of the broker
or dealer. If more than five (5) persons to be listed are associated persons of such a broker or dealer, you may set forth the

information for that broker or dealer only.

Full Name (Last name first, if individual)
N/A

Business or Residence Address (Number and Street, City, State, Zip Code)

Name of Associated Broker or Dealer

States in Which Person Listed Has Solicited or Intends to Solicit Purchasers

(Check “All States” or check individUal SLATES) .....vvviiiiiiiiiie ettt errete e et raee s e statbareresanseasabsbeseeesarereseas O All States
ALO Ak DO aAazO ARO caO ctO oed ocO O A O H O D O
L N O A O ks O Ky O MEO wvMoOd wmaDO m>OdO wmDO wmsO wmoO
Mt NeDO w~n 0O nNHO N O NyO N O nNnoDO ol okO orO pPa0O
R 0O scO soO TT™O ™ O utr O vt O va O walO wvDO w O wy0O PR O

Full Name (Last name first, if individual)
Business or Residence Address (Number and Street, City, State, Zip Code)
Name of Associated Broker or Dealer

~States in Which Person Listed Has Solicited or Intends to Solicit Purchasers

(Check “All States” or check INdiVIAUAL STAIES) ......ivviiveirieriririirietc et eere et cte e ereesevesraestaesrae et esseerssentsenseassensesssasns O All States
AL O AK [ Az O AR O cA O cT O pe O pc O FL O GA O H O io O
i g IN O mwld ks O ky 0O MEDO mvMoO wmaO MmO wmnQOd wmsO wmoO
mT O NE O NV O nH O Ng O NY O n~Nc O No O o O okO orO PA O
RO scO soDO WO 7O vidO valO wall wvD wiO w@d PprO

Full Name (Last name first, if individual)

Business or Residence Address (Number and Street, City, State, Zip Code)
Name of Associated Broker or Dealer

States in Which Person Listed Has Solicited or Intends to Solicit Purchasers

(Check “All States” or cheCk iINAIVIAUAL SEATES) ....eeovviviriiieeris ettt e s s sttt e s s et b e s e s et s e e s etnree s seneeesantesennees O AIll States
AL O AK O Az O AR O ca O ctdO o0 opcO FLO ca DO H O o O
iL 0O IN O AwldO ks0O «ky 0O MEDO wvmo O wmADO m$d QO wvmsO w~mo 0O
vt O NED w~ww0O N O NS O Ny O NeO nNoDO o0 okO orO PA O
RO scO soO 7O ™XO wurO viO vaO walO wv(O wid w@O prRO

{Use blank sheet, or copy and use additional copies of this sheet, as necessary.
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C. OFFERING PRICE, NUMBER OF INVESTORS, EXPENSES AND USE OF PROCEEDS

b. Enter the difference between the aggregate offering price given in response to
Part C - Question 1 and total expenses furnished in response to Part C - Question

4.a. This difference is the “adjusted gross proceeds to the issuer.” .......c..c.coeeverveennn. $
5. Indicate below the amount of the adjusted gross proceeds to the issuer used or

proposed to be used for each of the purposes shown. If the amount for any purpose

is not known, furnish an estimate and check the box to the left of the estimate. The

total of the payments listed must equal the adjusted gross proceeds to the issuer set

forth in response to Part C — Question 4.b above.

Payments to
Officers,
Directors & Payments to
Affiliates Others

SalAries ANA TEES .......oveviverieee ettt e O $ O 3

PUrchase Of Teal ESLALE ........ccvevvviveieieirieeseces it enve e eesae s ress s nsenas o s O s

Purchase, rental or leasing and installment of machinery and equipment.. O  $ O §$

Construction or leasing of plant buildings and facilities ..........c.c.cceceeenenee. O 9 o $

Acquisition of other businesses (including the value of securities

involved in this offering that may be used in exchange for the assets or

securities of another issuer pursuant to @ METeT) .....o.ccvvvevrevererererevrnnens o 3 O s

Repayment of indebtedness . ....vvovvveriviviverivieiiereieiee s o s o 3

WOTKING CAPILAL .c..vcvevveceecirriiectie ettt s st bbb enens b O s $

Other (specify): o s O s

...................... a s a
COIUMN TOUAIS ...ttt b st esens et bsses s o s $
Total Payments Listed (column totals added) ..........cccovirrviievreeneeecnn, $
D. FEDERAL SIGNATURE

The issuer has duly caused this notice to be signed by the undersigned duly authorized person. If this notice is filed under Rule 505,
the following signature constitutes an undertaking by the issuer to furnish to the U.S. Securities and Exchange Commission, upon
written request of its staff, the information furnished by the issuer to any non-accredited investor pursuant to paragraph (b)(2) of

Rule 502.

Issuer (Print or Type)

Advanced Reality, Inc.

Signature

}

> A L

Date

3/16./03

Name of Signer (Print or Type)
Derek Ruths

Title of Signer (Print or Type)

President

ATTENTION

Intentional misstatements or omissions of fact constitute federal criminal violations. (See 18 U.S.C. 1001.)
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